HOUSE FI NANCE COW TTEE
April 14, 2015
1:31 p.m

1: 31: 10 PM

CALL TO ORDER

Co-Chair Thonpson called the House Finance Commttee
nmeeting to order at 1:31 p.m

VEMBERS PRESENT

Representati ve Steve Thonpson, Co-Chair
Representati ve Dan Saddl er, Vice-Chair
Representati ve Bryce Edgnon
Representative Les Gara

Representative Lynn Gattis
Representative David Guttenberg
Representative Scott Kawasaki
Representative Cathy Minoz
Representative Lance Pruitt
Representative Tanm e WI son

VEMBERS ABSENT

Representati ve Mark Neuman, Co-Chair

ALSO PRESENT

Kris Curtis, Legislative Auditor, Alaska Division of
Legislative Audit; Sana Efird, Assistant Comm ssioner,
Department of Health and Social Services; Ron Kreher,
Acting Director, Division of Public Assistance, Departnent
of Health and Social Services.

PRESENT VI A TELECONFERENCE

Robert Boyle, Superintendent, Ketchikan School D strict,
Ket chi kan; Robin Gray, Superi nt endent , Yakutat  School
District, Yakutat; Margaret Giffith, School Counselor,
Kenai; Erin Neisinger, Self, Kenai; Ladawn Druce, School
Counsel or, Kenai; Patrick Mayer, Superintendent, Wangell
School District, Wangell; Stan Vananburg, Noatak School s,
Noat ak; Deena Parano, Superintendent, Mat-Su Borough School
District, Palmer; Duane Mayes, Director, Senior Benefits
Ser vi ces, Departnment of Health and Soci al Ser vi ces;
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Margaret Brodie, Director, Healthcare Services, Departnent
of Health and Soci al Services.

SUMVARY

HB 80 REPEAL COLLEGE/ CAREER READI NESS ASSESS.
HB 80 was REPORTED out of comrmittee with a "do
pass" recomendation and wth one previously

publ i shed fiscal inpact note: FN1 ( EED)

DI SCUSSI ON:  STATE OF ALASKA SINGLE AUDI T, RECOMVENDATI ONS
FOR THE DEPARTMENT OF HEALTH AND SOCI AL SERVI CES

#hb80
HOUSE BILL NO. 80

"An Act repealing the requirenent for secondary
students to take college and career r eadi ness
assessnents. "

1: 31: 46 PM

REPRESENTATI VE LYNN GATTI S, SPONSCR, provided a summary of
the legislation. She summarized that HB 80 repealed the
mandat e for st udent col | ege and career r eadi ness
assessnments: ACT, SAT, or Wrk Keys exans in order to
receive a high school diploma. She highlighted that the
repeal er restored $525 thousand in funding that could be
better spent by the Departnment of Education and Early
Devel opnent (DEED). The assessnents were an "unfunded
mandate"” that diverted the school district's time. A
passing grade was not required so was not a conclusive
measure of student readiness. She hoped that the "true
identifier" of readiness was successful conpletion of the
curriculum the school had chosen. She relayed that the
mandate was adopted in HB 78 ( EDUCATI ON) [ Enact ed
5/ 13/ 2014] during the last legislative session. She asked
for the conmttee's support.

Co- Chai r Thonpson OPENED public testinony.

ROBERT BOYLE, SUPERI NTENDENT, KETCH KAN SCHOOL DI STRICT,
KETCH KAN (via teleconference), spoke in support of the
assessnment testing. He maintained that the tests were "a
positive and constructive concept.” He elaborated that the
testing offered to juniors and seniors was beneficial. The
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district required career readiness tests at the junior
|l evel and adm nistered the ACT/SAT tests to the college
bound students as an avenue to obtain scholarships. He
added that the district gained a "solid database of student
performance” as a result of requiring all juniors to take
the Wrk Keys assessnent. He urged the commttee to keep
the program i ntact.

ROBI N  GRAY, SUPERI NTENDENT, YAKUTAT SCHOOL DI STRI CT,
YAKUTAT (via teleconference), testified in support of the
| egislation. She relayed that the requirenent was an
unfunded mandate and had an onerous inpact on rural
schools. The staff hours it took to adm nister the test was
burdensone and affected instruction time. She felt that the
tests had value but rural schools |acked adequate funding
to i mpl enent the mandate.

MARGARET GRI FFI TH, SCHOCOL COUNSELOR, KENAI (via
tel econference), testified in favor of the |egislation. She
rel ayed that she adm nistered approximately 15 tests during
the year; the tests were tine consum ng and took away from
instructional tinme, counseling services, crisis response,
career and future planning, etc. She was supportive of
SAT/ ACT and Work Keys testing provided by the community and
encouraged all of the students to participate. She reported
that waivers were available for students who could not
afford the testing. The district also supported students
with disabilities to take the ACT/ SAT tests.

Representative (Quttenberg asked whether MVs. Giffith
represented the school district.

Ms. Giffith replied that she was testifying on behal f of
hersel f.

ERI N NEI SI NGER, SELF, KENAI (via teleconference), testified
in support of the legislation. She agreed with the previous
testimony. She shared that she was a school counselor. She
comuni cated that school counselors were often the school's
test coordinators. She referenced a survey adnministered in
t he Kenai Peninsula Borough School District by a counsel or
named Sara More [submtted as a letter] (copy on file)
that concluded that the level of direct and indirect
services counselors were able to provide to their students
was inpacted due to the overabundance of testing. She read
the follow ng fromthe docunent:
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W found a significant difference between those school
counselors who also are designated as their building
test coordinator and those who are not. A few results
of note:

100% of non-test coordi nator counselors frequently or
routinely counsel students regarding academ c issues;
only 25% of test coordinator counselors are able to do
so at the sane |evel

Wil e 40% of non-test coordinator counselors routinely
counsel with students regarding personal and famly
concerns; only 13% of test coordinator counselors do
SO on a routine basis.

60% of non-test coordinator counselors occasionally /
frequently or routinely conduct classroom |essons
addressing career developnment and the world of work;
conpared to 38% of test coordinator counsel ors.

And lastly, 80% of non-test coordinator counselors
frequently consult wth school staff concer ni ng
student behavior; conpared to 13% of test coordinator
counsel ors.

Ms. Neisinger valued the inportance of SAT/ACT and Wrk
Keys testing but she felt that adm nistering the additional
tests "put a strain on school counselors.”

LADAVWN DRUCE, SCHOOL COUNSELCR, KENAI (via tel econference),

spoke in favor of HB 80. She reported that school
counsel ors fol | owed the American School Counsel i ng
Associ ation (ASCA) nat i onal nodel . She shared sone
information from the associations "ASCA Mndsets &
Behaviors for Student Success: K-12 College- and Career-
Readi ness Standards for Every Student". She informed the

committee that counselors utilized the standards as a guide
to help prepare the students for college and career
readi ness. She listed six standards that encouraged the
foll owing mndsets for all students:

Belief in devel opnent of whole self, including a healthy bal ance of
mental, social/enotional and physical well-being.

Self-confidence in ability to succeed.

Sense of belonging in the school environnent.
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Under st andi ng that postsecondary education and life-1ong | earning
are necessary for |ong-term career success.

Bel i ef

inusing abilities to their fullest to achieve high-quality

results and out cones.

Positive attitude toward work and | ear ning.

Ms. Druce observed that the newly established College and
Career Readiness (CCR) tests took time away from the
students learning and the counselors' time for what they
deened were appropriate college and career readiness

skills.

1: 43: 25 PM

PATRI CK MAYER, SUPERI NTENDENT, WRANGELL SCHOOL DI STRI CT,
WRANGELL (via teleconference), spoke in support of the

| egi sl ation.
program for

in place.

He detailed that the district had a great
preparing students for postsecondary education

He felt that <college bound students took the

ACT/ SAT tests regardless of the nmandate. He favored
assessnents that determ ned how students neasured in terns
of academ c grow h.

STAN VANAMBURG, NOATAK SCHOALS, NOATAK (via
tel econference), spoke in support of HB 80. He concurred
with previous testinony that the tests detracted from
instructional tinme. However, he believed that the SAT/ACT
and Wrk Keys testing was inportant especially in rural
areas where access to testing centers was limted. He

enphasi zed
access to

that the state needed to support students'

the tests. He discerned that the assessnents

hel ped prepare students "for post high school training and
jobs" and offered "accountability" for the schools in the
areas of career readiness. He concluded that although he

supported

the legislation he wanted to ensure students

still maintai ned access to the tests.

Co- Chair Thonpson CLOSED public testinony.

Representative Mnoz wondered how students would gain

access to
el i m nat ed.

a preparatory course if the tests were

Representative Gattis replied that rural communities were
interested in the issue. She read from a document [included
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in menbers files] titled; "Becom ng an SAT test center is
easy" (copy on file) by the Coll ege Board:

Beconm ng an SAT test center is easy.

The two nost inportant requirenments for a test center
are proper facilities, and a professional who is
qualified and willing to serve as the test center
supervisor. The SAT Program wll provide all the
necessary training, testing nmaterial and support
needed to adm ni ster the SAT.

Representative GGattis shared that beconming an SAT test
center was possible in rural communities.

Representative (Quttenberg understood the concerns. He
wondered how a school would know what it's student's
proficiency were since the test wre paid for and
adm nistered privately and the school was not aware of the
scores. He deduced that there was no way of assessing
student's proficiency across the state w thout know edge of
the scores. He wondered how to rate education across the
st at e.

Representative Gattis agreed that when a student paid for
the SAT/ACT test only they had access to the scores. She
relayed that the state adm nistered the Al aska Measures of
Progress (AMP) standardized tests and scores were shared
across districts and linked with districts in the Lower 48.

Representative CQuttenberg referenced an email he received
from a superintendent that alluded to renoving the opt-out
provision from the original bill. He asked for
clarification.

Representative (Gattis responded that she anticipated
introducing a Commttee Substitute (CS) that added an opt-
out provision from the AMP tests but reconsidered since
session was al nost over and she did not want to bog down HB
80 with an issue over standardized testing. She announced
that another bill was noving through the |egislature that
cont ai ned the opt-out provision.

Vice-Chair Saddler remarked that tests were inportant and
val uabl e and that the SAT/ACT tests qualified a student for
scholarships. He believed that the tests provided and
i ndependent assessnent and if a school wanted the
information it could pay for it. He stated that WrkKeys
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was a val uable vocational aptitude test. He understood the
concerns about the unfunded mandate and the limted tinme in
an instructional day, and demands on the staff. He
supported the legislation but encouraged students to take
the tests as a "worthwhil e" endeavor.

Co- Chair Thonpson REOPENED public testinony.

DEENA  PARAMO, SUPERI NTENDENT, MAT-SU BOROUGH  SCHOOL
DI STRICT, PALMER (via teleconference), testified in support
of the legislation. She believed that the students and
their famlies should retain the ability to choose the
coll ege readiness or Wrk Keys tests that best suit their
future needs and that the testing costs were not the school
districts responsibility. She detailed that the testing
conpani es and school district covered the fees associated
with testing for students who could not afford them She
shared that the school district in partnership with the
Rasnmussen Foundation and the National Mith and Science
Initiative paid a student $100. for successful conpletion
of Advanced Placenent (AP) testing. She asserted that
school districts had a vested interest in seeing students
succeed so that renoving the revenue should not stop the
district from taking the proper course of action. An
uni nt ended consequence of requiring tests had created a
significant burden on school counselors and diverted a
"di sproportionate anmount of their duties"” to testing rather
than counseling duties. She deenmed that schools would
continue to have anple opportunity to "facilitate" the
tests without inpacting instructional tinme with adoption of
HB 80. She elaborated that each test had its own set of
al | owabl e accommodations that included students with IEP s
(I'ndi vi dual Education Program). In a circunstance when the
al | owabl e and acceptable accommobdations for each |IEP were
not followed the assessnent becane invalid. She opined that
the Al aska Performance Schol arship (APS) should continue to
require a college or career assessnent in order to apply
and accept funds from the state. She believed that if the
state was wlling to assist in paying for the testing,
students should share in the responsibility through
academ c¢ achi evenent and allow ng thensel ves to be assessed
on college and career neasures. The districts should set a
target and allow the students to denobnstrate they can
achieve success in order to have access to the funds for
postsecondary testing instead of sinply offering an
entitlement. She reiterated support for the bill and wanted
the districts to maintain "local control” to determ ne the
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assessments and curriculum requirements that Jled to
successful conpletion of a high school diplonma. She added
that districts received aggregate data on SAT/ ACT conpared
to other schools districts in the state.

1:58: 10 PM

Representative Gara referred to the AWP tests. He reported
that the Departnent of Education and Early Devel opnent
(DEED) contended that if AMP testing was noved to every
four years a penalty would be inposed. He wondered what the
penal ty entail ed.

Ms. Paranp answered that the penalty was possibly related
to a waiver from the federal No Child Left Behind (NCLB)
provi sions. She revealed that the new federal El enentary
and Secondary Education Act (ESEA) would give the state
nore accountability and the penalty may be negated at the
federal level. She explained that the penalty could fall
under Title One provisions that were funded entitlenents
granted to the state to carry out federal mandates.

Representative Gara opined that the tests were fake
aptitude tests because scores were inproved by conpletion
of preparatory classes. He did not want to put students at
a disadvantage on the SAT/ACT and was supportive of any
preparatory coursework districts offered. He wondered if
elimnating the testing requirenents would also halt any
preparatory coursework for students that the district
of f er ed.

Ms. Paranp responded that each district "nost |ikely"”
provided preparatory courses that the students were
interested in taking. She asked the conmttee if prior to
passage of the mandate whether any individuals had
approached the legislature requesting financial help for
SAT/ ACT fees. She offered that local districts provided
support for the fees and believed that "the state's
function"” was not necessary.

Representative Gara asked whether renoving funding for the
assessnment tests would cause the districts to elimnate any
preparatory coursework a district may provide.

Ms. Paranmo replied in the negative.

Co- Chair Thonpson CLOSED public testinony.
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Vice-Chair Saddler MOVED to REPORT HB 80 out of conmittee
wi th individual recommendations and the acconpanying fiscal
note. There being NO OBJECTION, it was so ordered.

HB 80 was REPORTED out of comrittee with a "do pass”
recommendation and with one previously published fiscal
i npact note: FN1 (EED).

2:02: 33 PM
AT EASE

2:04:28 PM
RECONVENED

ADI SCUSSI ON: STATE OF ALASKA SINGLE AUDI T, RECOMVENDATI ONS
FOR THE DEPARTMENT OF HEALTH AND SOCI AL SERVI CES

KRIS CURTIS, LEG SLATIVE AUDITOR, ALASKA DI VISION OF
LEG SLATIVE AUDIT, referred to the audit report provided to
the legislature titled "Summary of: State of Al aska, Single
Audit for the Fiscal Year Ended June 30, 2014" (copy on
file). She reported that the single audit was perforned
every year as a requirenent for receiving federal funds.
Si xteen out of forty-three of the audits recommendations
were directed to the Departnment of Health and Soci al
Services (DHSS). She notified the commttee that she was
instructed to focus her di scussion on the eight
recommendations related to the Medicaid program

Ms. Curtis directed attention to page Il - 34 of the
docunent and read t he fol |l owi ng reconmmendat i on
[ Recomrendati on No. 2014-011]:

DPA's (Division of Public Assistance) director should
ensure the social security nunber (S SN) of Medicaid
benefit applicants is wverified prior to providing
benefits.

Ms. Curtis pointed out that DHSS eligibility procedures
i ncl uded naking a copy of the physical social security card
for the case file or verifying the nunmber through the
I nternal Revenue Service’'s (IRS) system prior to providing
benefits. Eligibility technicians failed to verify the
social security nunmber (SSN) from either procedure for two
out of twenty-five Medicaid applicants tested. She rel ayed
that the departnent concurred wth the recommendation. She
nmoved to the next recomendati on [Recommendation No. 2014-
013] on page Il - 37 and read the foll ow ng:
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The Division of Senior and D sabilities Services’
( DSDS) di rector shoul d conti nue to i nprove
docunentation procedures and provide oversight to
ensure provider certification files are conpl ete.

Ms. Curtis revealed that the recommendation was repeated
fromFY 2011. She read:

The inconplete files did not provide assurance that
provi ders and enployees were properly screened and
adequately trained prior to certification, Although
DSDS nmnagenent devel oped procedures to inprove
docunent ati on...

Ms. Curtis related that in response to the prior findings,
DSDS instituted neasures to renedy the situation but were
not "effective" in FY 2014. The departnent concurred wth
the recommendation. She cited page Il - 38 and read the
foll ow ng recommendati on [ Reconmendati on No. 2014-014]:

The Division of Behavioral Health’s (DBH) director
shoul d continue to nmake inprovenents to ensure out-of-
state residential psychiatric treatnment center (RPTC
providers are paid in accordance wth federal and
state requirenents and that rates are properly
docunent ed.

In FY 14. D - ISS Ofice of Rate Review nanagenent
devel oped policies and procedures for docunenting rate
setting for RP)’C providers. However, procedures were
not followed as designed indicating that additional
i nprovenents are needed.

Ms. Curtis stated that the recomendati on was repeat ed.
Representative Gattis wondered how, in |Ilight of the
proposed expansion, the departnent "would get it right this

tinme."

Ms. Curtis replied that the Medicaid program was "extrenely

conpl ex" and it was "reasonabl e" to expect some
i nadequaci es. Federal audits required that even small
findings nust be reported. She conveyed that t he
recomendati ons were nore of an "indication' of the need
for inprovenents rather than an indictnent "that the
departnment was not getting it right." The recommendations

were not necessarily related to expansion.
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Representative Gattis felt that repeated recomendations
from 2011 were an indication that the departnment was "still
not getting it" after they were directed to nmake
i mprovenents. She understood that Medicaid was conpli cat ed.

Ms. Curtis answered that in the following year the auditors
often discovered that "conpeting priorities" or "conpeting
resources” prohibited the departnment from correcting a
recommendati on. She agreed that when a recommendati on was
not addressed after several years the situation was
Wor ri somne.

Representative WIson wondered how often the Division of
Legislative Audit revisited the issues identified in the
audi t .

Ms. Curtis responded that the particular issues were
revisited annual | y. She expl ai ned t hat a federal
requirenent of the single audit directed DHSS to develop a
"schedule of prior audit findings" that provided the
current status of the recommendations. She stated that even
if the division did not test a finding the follow ng year
the division followed the progress through the departnent's
schedul e of prior audits, which was attached to the current
audi t.

Representative Wl son noted that even though the departnent
concurred with the findings in sone cases issues renained
after several years. She wondered whether, at sonme point
the division required a third-party to institute the
corrections or if the division further exam ned why the
corrective procedures were not worKking.

2:12: 30 PM

Ms. Curtis replied that the division would continue current
year findings if they were inportant enough to include in
the audit report. Typically the departnent addressed the
recomendations in a tinmely manner. The division would not
recoomend a third-party; corrective action was wusually
attained by working with the comm ssi oner.

Representative WIson wondered whether a penalty was issued
for non-conpliance.

Ms. Curtis answered that the penalty cane from the federa
Centers for Medicare & Medicaid Services (CM5). The state
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woul d be assessed "questioned costs.” Sone of the findings
and recomendati ons had questioned costs and the federal
governnment would decide whether the state would repay the
noni es.

Representative WIson voiced that the state paid the
penal ti es and not the departnent.

Ms. Curtis continued with reconmmendation 2014 on page |II-
38. She read:

"However, procedures were not followed as designed
i ndicating that additional inprovenents are needed.”

Ms. Curtis relayed that DHSS partially concurred with the
recomrendati on. The departnent nmaintained that although
docunentation was not sufficient the rates were consistent
with the regulations and did not result in overpaynents.
She addressed page 11-42, [Recommendation NO 2014-017]
t hat stated:

DSDS’ director should ensure provider enployees
receive tinmely, conplete, and approved background
clearances and that the information supporting the
cl earance is properly docunent ed.

Ms. Curtis detailed that the recomrendation was repeated
and expressed concern because the finding was related to
public safety. She read further:

In FY 14, 15 of 30 tested Medicai d26provi der
certification files were mssing conplete crimnal
hi st ory background checks.

According to DSDS nanagenent, due to the volune of
provi ders and | ack of staff resources, DSDS staff nust
rely on DHSS Background Check Unit to ensure provider
enpl oyees in  provisional status are ultimately
approved. By not following up on the status of the
background checks, DSDS staff does not know if
provi der enployees are ultimately approved to work
with clients. Additionally, DSDS staff does not have
procedures to ensure barred enployees do not continue
to work for providers.

Ms. Curtis reported that the departnment concurred with the

findings. She noved to page I1-44 [ Recomendati on No. 2014-
018] and read:
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The Medicaid and Health Care Policy (HCP deputy
conmi ssioner and FMs assistant conm ssioner should
i nprove procedures to ensure overpaynents to Medicaid
providers are refunded to the federal agency wthin
the specified tinme frane.

Ms. Curtis comrented that the recomendati on was repeated
from FY 2013. She continued to read:

In FY 1 3, an overpaynent recovered from a Medicaid
services provider was not refunded to the federal
agency wthin one year. As a result, the federal
agency overpaid the Slate S73, |81 thousand.

In FY 14, procedures were updated; however, upon
review of the procedures it was noted that they do not
address all types of overpaynents or recoveries.

Ms. Curtis related that the division recommended that the
deputy comm ssioner "continue to neke the inprovenents and
expand t he procedures.™

Representative Gara communicated that over the years the
committee had asked DHSS to do nore with less staff and
funding and focus on providing services to clients.
Ther ef or e, he believed that the types of findings
identified were bound to happen. He asserted that the
departnment was performng well enough to qualify for bonus
paynents from the federal government. If the sane test was
applied to every departnent issues would be discovered. He
poi nt ed out t hat t he Depart ment of Envi r onnment al
Conservation (DEC) admtted in public that it could not
neet food safety standards. He did not understand why the
review was taking place. In the mdst of budget cuts
agenci es clearly | acked enough staff to perform
adm ni strative worKk.

Co- Chair Thonpson believed it was a good way to determ ne
what deficiencies were occurring in the departnents and
part of the process of reform He suggested that an audit
review should occur in every finance subconmttee for every
depart nent.

Representative Gara understood the rationale and comented

that if the state would not provide adequate resources the
departments would continue to fail
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Ms. Curtis continued on page I|1-45 with Recommendation
Nurmber 2014 - 019. She read:

DHSS conmi ssioner should take action to inplenent
effective controls to ensure Medicaid clains are
processed accurately and tinely.

Ms. Curtis provided background information regarding
recommendation no. 19 and informed the commttee that it
was one of three recomendations regarding the Al aska
Health Enterprise (AHE) system

During FY 14. D 155 replaced its |legacy Medicaid
managenent informati on system The Alaska Health
Enterprise (AHE) system also known as the Medicaid
claims system began operating October 1. 2013, and
encountered significant w despread defects. DHSS and
its system devel opnent contractor, Xerox were aware
that the AHE system contained 44 defects at the tine
of inplenentation. Rather than delay inplenmentation of

the system until defects were addressed DHSS devel oped
work around plans to nmanage the known system defects
and t hey pr oceeded Wi th i mpl enent ati on. Once

i npl enented the known defects clinbed to 546. Wile
some of the defects were addressed during FY 14, at
the end of August 2014 the system still had identified
451 unresol ved defects.

Vs. Curtis delineated that as one of the three
reconmendations the division nade to address the defects
recommendation no. 19 addressed the federal conpliance
i npacts of the system defects. She read further:

The AHE defects resulted in a material weakness in
internal controls over the Medicaid and CH P prograns’
al | owabl e costs and eligibility conpl i ance
requirenents. Due to the <conplexity of Medicaid
program operations, we were unable to support an
opinion that Medicaid and CH P expenditures were in
conpliance with applicable laws and regulations
without the ability to rely upon the ARE systenis
internal controls.

Representative Gattis wondered whether nore noney would
have cured all of the defects.

Ms. Curtis deferred the question to DHSS.
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Representative Gattis was uncertain that noney would have
cured the problem She deduced that the problem was
inherent with the software itself.

Ms. Curtis answered that the audit had not concluded that
any anount of noney was the source of the problem

Vice-Chair Saddler asked for the definition of nmaterial
weakness.

Ms. Curtis read the definition of materi al weakness:

"A deficiency in internal control exists when the
design or operation of the control does not allow
managenment or its enployees in the normal course of
business to detect or correct msstatenents. A
material weakness is a deficiency or conbination of
deficiencies in internal control such that there is a
reasonabl e possibility that material msstatenent of
the entities financial statenments, or in this case,
mat eri al nonconpliance with the federal |aw would not
be prevented or detected on a tinely basis."

Vice-Chair Saddler surmsed that due to the nmaterial
weakness not enough information existed to accurately
assess the situation; good or bad.

Ms. Curtis acknow edged that the situation was not good,
but not enough evidence could be obtained to support an
opinion that deficiencies were material. The division
qualified its opinion on federal conpliance.

Vice-Chair Saddler wondered how many state prograns,
divisions and efforts resulted in material weaknesses.

Ms. Curtis answered that the condition was rare in a
federal program

Representative Gara maintained that he had never said that
noney could have fixed the Xerox problem He knew of the
comm ssioners' efforts to try and solve the problem for
many years. He understood that currently clains were being
paid in a tinmely manner, but that the departnment was stil
wor ki ng on backl ogs. He asked for verification.

Ms. Curtis did not know the current status of the Xerox
probl em She continued on page 11-46 and read:
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We could not obtain sufficient evidence to determne
the accuracy of the clainms processed and conclude if
eligibility requirenents wer e appl i ed correctly
t hrough the interface process.

Ms. Curtis read the areas of non-conpli ance:

Providers were paid for duplicate clains and were over
and/or under paid due to the inaccurate claim
eligibility and pricing. Identified Medicaid 3°federal
questioned costs for duplicate clainms total ed $10, 459.
Li kely guesti oned costs are hi gher for this
defi ci ency.

e« Claims were assigned incorrect funding codes. Four
non- Medicaid recipients were identified and m scoded
to Medicaid resulting in federal questioned costs of
$10,970. Additionally, approximately $1.8 mllion was
identified in clains that were incorrectly coded to
CH P. 31 Likely questioned costs are higher for this
deficiency. Program errors related to the Medicare
buy-in program caused incorrect paynments to the
f eder al agency including paynments for ineligible
reci pients. Questioned costs were indeterm nate.

The surveillance and utilization review program 32was
ineffective due to unreliable system data and
i nadequate staffing. Staff was reassigned from the
surveillance and utilization review program to help
address system defect errors.

* Program integrity staff was wunable to conplete
investigations and pursue collections of potential
overpaynments from providers due to unreliable system
dat a.

Ms. Curtis continued and read:

Because of the defects the A -IF system was not a
fully operational or federally certified Medicaid
system during FY 14. The AT IF system processed
approximately S 1.1 billion in claim expenditures
during FY 14 which resulted in $658.8 mnillion in
federal revenues. AHE expenditures were material to
the Medicaid and CH P federal prograns.
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V5. Curtis continued wth the second recomendation
regarding the AHE system that dealt wth the financial
inpacts to the system She read from Recommendation 2014-
021 on page I1-50:

DHSS conmmi ssioner should work with Xerox to correct
defects in the AHE system

Because of t he conpl exity of medi cal cl ai s
processing, we could not determne the extent of
m sreporting resulting from system defects. However,
since the defects affected every area of AHE system
operations and the anounts processed through the AHE
system are material to the financial statenents, the
conbination of the issues above represent a naterial
weakness in internal control and could result in a
material msstatenment to the financial statenents. The
FY 14 GCeneral Fund and CGovernnental Activities audit
opinions were qualified in recognition of the material
weakness and a lack of ability to obtain adequate
evi dence.

Representati ve Gut t enberg coment ed t hat t he Xer ox
situation had been happening over a nunber of years. He
wondered if the departnment had addressed the problem
correctly, at adequate stages as the problens were
identified. He observed that the Xerox system was inpaired
but the departnment suffered the blane. He thought the
problem with the departnent was insufficient and untinely
responses to the problens as they occurred. He asked for
clarification.

2:30: 51 PM

Ms. Curtis answered that the audit had not evaluated the
departnment's response or system lifecycle devel opnent of
the project and noted that it was not an audit objective.
She offered that it was easier to determ ne decisions that
shoul d have been nmade in hindsight. She acknow edged t hat
department staff had worked hard to fix the errors. She
could not judge whether it was a lack of the staff's
ability to resolve the probl ens.

Representative (Quttenberg appreciated that the audit
identified specific problens wth the Xerox system and that
the departnent noved past the initial problens and was
working on "fixing" the system Looking forward, the audit
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did not <contain specific measures the departnent could
take. He voiced that he could only fault the departnent for
| ack of response to problens as they devel oped but wanted
to hear fromthe departnent before he made that concl usion.

Ms. Curtis replied that audits |ooked backwards not
forwards. She understood that committee nenbers were
interested in |ooking forward and wanted assurance from the
departnent that the system was working. She stated that in
FY 2015 the audit will ask DHSS if the system was certified
by CMS, which indicated the system was operational. The
audit would exam ne whether the system was subject to the
"SSAE16 Report."” She defined that SSAE16 stood for
"Statement on Standards of at the Station Agreenments" and
was a report on internal controls of the system The report
was a condition of federal conpliance and required for
financial auditing, and part of the Xerox contract. She

comuni cated that the division would regard the report "as
evi dence that the system was working."
Representative Gara cited recomrendation 21 on page [1-50

that directed the commssioner to work wth Xerox to
correct the defects in the AHE system He suspected that a
conpany |like Xerox had a legal team advising the conpany
not to admt to any Iliability. He deenmed that the
recommendati on would be problematic for DHSS to carry out.
He asked for the division' s assessment.

Ms. Curtis responded that she did not have a view on the
issue. She elaborated that audit recomendations were
al ways addressed to the parties that <could institute
change. The  depart nent needed assistance from the
contractor in order to address the problens thus, the
recommendation was witten to both parties.

Representative (Guttenberg wondered about a difference
bet ween Xerox LLC. versus Xerox Corporation.

Ms. Curtis did not know the answer. She continued to
address reconmendation 21. She sunmmarized that the division
had to qualify the financial audit opinion due to the
weakness and l|lack of ability to obtain adequate evidence.

The audit listed issues relating to sonme of the financial
aspects of system defects on page Il 51. She read the
fol | ow ng:

House Fi nance Conmmittee 18 04/ 14/15 1:31 P. M



Suspended C ains Backlog: As of the end of August
2014, the AHE system had a significant backlog of
98, 736 suspended clains totaling $184 mllion. It is
not possible to accurately identify the nunber and
anount of clainms suspended due to system defects as
opposed to ot her non-system related reasons.
Furthernore, it is not possible to determ ne how many
of these clains will be deened eligible and the anount
paid until the clains are successfully processed by
the ARE system Since clains are not determ ned
eligible and priced until processed by the ARE system
suspended cl ai s del ayed provi ders from Dbeing
conpensated for services provided.

e Interface Issues: The AHE system has interface
problems with DHSS eligibility information system
pharmacy benefit managenent system third party
liability system and the Departnment of Conmerce
Community and Econom c Devel opnent’s occupati onal
| icensing database. As a result of these issues, risks
exist that eligible nenbers are not receiving services
and ineligible nmenbers are inappropriately receiving
servi ces; phar macy cl ai s are bei ng processed
incorrectly; providers without |icenses are receiving
paynents; and private insurance reinbursenents are not
being collected. Wile Xerox and DHCS personnel are
perform ng rmanual procedures to mtigate system
defects, considering the volunme of clains, the nanual
procedures are only partially effective in identifying
and correcting all errors.

» Paynent |ssues: The ARE system has nunerous paynent
rel ated deficiencies, including paying providers for
duplicate clains, over and underpaying providers due
to mscalculation of claimeligibility and pricing. ...

e Funding Source Issues: Cainms are assigned funding
sources by the ARE system which, anong other things,

are used to determine the percentage of federal

rei mbursenent for which each claim is eligible. AHE
system defects caused clains to be assigned incorrect

codes whi ch resul ted in i naccurate f eder al

r ei mbur senent .

 Check- Wite Issues: Cains processed and paid

through the ARE system (check-wites) should be
seam essly interfaced with the state accounting system
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(AKSAS). However during FY 14, the ARE interface files
required manual adjustnments to ensure they correctly
interfaced AHE systemactivity w th AKSAS.

Ms. Curtis cited the final finding, Recommendation No.
2014-022 on page [1-53 [DHSS comm ssioner should ensure
financial activity is properly classified in AKSAS.} that
addressed the audit adjustnment that was necessary in order
to properly report the departnent's advances in the state's
financial statenments. She read the following from page Il -
53:
[DHSS incorrectly classified $131 mllion in advance
paynents to Medicaid providers as FY 14 General Fund
expendi tures. ] During FY 14, AHE system defects
prevented sone providers from receiving correct and
timely reinbursenent for provided services. (See
Reconmendati on  No. 2014-021.) To ensure Medicaid
clients continued receiving services, DHSS nanagenent
advanced funds to affected providers. The practice of
advanci ng general funds w thout federal reinbursenent
caused DHSS to encounter expenditure authorization
problens as the related appropriations were funded, in
| arge part, by federal receipts. Based on an anal ysis
by DHSS staff55 that suspended clains supported the $
131 mllion in advances, DHSS obtained approval from
the federal oversight agency to draw federal funds.
Feder al approval was initially rmade under t he
condition that the suspended <clains would be
successfully processed by the end of the federal
fiscal year (FFY) and recorded correctly on the CMV5- 64
report. Utimately, this was not possible, and CM
over si ght of ficials al | oned DHSS to retain
approximately $78 mllion of related federal revenues
and report the advances on the OCM5-64 report as
expenditures for the FFY ended Septenber 30, 2014,
with the understanding that DHSS wi ||l make adjustnents
to correct inaccurate claimng in the future.

Ms. Curtis detailed that accounting rules prohibited the
corrective neasures from being reported as expenditures
since expenses had not occurred and revenue was also not
recogni zed. Ther ef or e, the division made an  audit
adjustrment in order to properly report the activity in the
state's financial statenments. The division was mandated to
include an audit recomendation due to the size of the
audi t adj ust nent .

2:41: 24 PM
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Representative Gara believed one recommendation was
m ssing. He acknow edged the hard work by the previous and
current conmm ssioners to correct the problens. He did not
want to blanme the departnent for problens caused by Xerox.
He suggested a recommendation that the contractors woul d be
fully Iliable for any damages for all new technol ogy
systens. He asserted that nany problens developed wth
conputer systens purchased by the state for numerous
agencies. He spoke to overall danages the state would have
to pay related to conpanies that were no longer in
operation and the additional staff hires and staff tine
diverted to corrective neasures. He thought that an
"ironclad" liability provision was in order and that
contractors should be fully liable for all danages in the
future. He wondered if the division had |ooked into the
i ssue.

Ms. Curtis answered in the negative. She noted that the
di vi si on exam ned t he contract to under st and t he
requi renents. She offered that the issue raised a |arger
issue. She indicated that the division had encountered
simlar situations where the corrective action to problens
was to inplenent a new system and a snooth application
rarely occurred. She advocated that the Legislative Budget
and Audit Committee (LBA) anal yze what central controls the
state had in place to ensure that the system procurenent
process and devel opnment followed industry best practices.

Representative Gattis agreed and assured the division that
in her capacity as Chair of t he Depart nent of
Adm ni stration finance subcomrittee she would exam ne the
i ssue throughout the interim

Representative GQuttenberg shared that because of his
experience as a juror he was aware of the necessity
defense. He thought that the departnent's situation was
war rant ed because "breaking the law to fix the problem was
agreeabl e because there was nothing else to do." He related
that the providers were on the verge of "going out of
busi ness” because paynents were halted. He wondered if
there was anything in general accounting procedures that
addressed this type of situation. He wondered what
appropriate course of action the state had to deal wth
simlar audits that identified violations of accounting
practices and when the federal governnent was not |iving up
to accepted practices.
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Ms. Curtis answered that general accounting practices would
not specifically address the situation but |ooked at how
the state reported the advances and financial activity it
made. She did not believe federal regul ati ons would address
the issue either. She surmsed that the accounting world
woul d never address "holding parties accountable for
actions that were or were not taken."

Representative CQuttenberg wondered whether the state took
appropriate reporting action on its financial statenents.

Ms. Curtis replied that the financial statenments were
conpiled and reported by the Division of Finance, DOA and
included a footnote explaining the activity. She added that
due to the suspended clains and backlog the division
considered the situation a "contingency" for expenses
i ncurred but not report ed.

Representative Gara asked for verification that the audit
appl i ed through Novenber, 2014.

Ms. Curtis answered in the affirmative. She el aborated that
the division's field work |asted through Novenber, 2014 and
t he period exam ned ended August, 2014.

SANA EFIRD, ASSI STANT COW SSI ONER, DEPARTMENT OF HEALTH
AND SOCI AL SERVICES, made a general statenent about how
seriously the departnment took the audit findings. She
relayed that she had been with the departnment for two
years. She shared that fornmer Conm ssioner Bill Streur
prioritized the nonitoring of federal funds and established
a section called the "Federal Allocation Mnagenent Unit."
The wunit consisted of three accountants that worked wth
the large entitlenent prograns who were in charge of
financial reporting, coordinated the audit findings and
wor ked actively with Ms. Efird and all of the divisions on
audit findings. The departnent viewed audit findings as a
gauge for inprovenent. She notified the commttee that the
department received over 50 percent of the federal noney
comng into the state nostly through Medicaid, Title A4E
(foster care and adoption program, and the Tenporary
Assi stance for Native Families (TANF). However, DHSS dealt
with over 220 other federal progranms with requirenments that
changed on an annual basis. She detailed that the federa

O fice of Budget and Managenent (OvB) Circular 133 required
the departnent to actively address the audit findings for
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federal prograns. She reiterated how seriously DHSS took
audit findings and el aborated that she nmet with appropriate
division directors and operations managers to address how
i nprovenents coul d be nmade.

2:52: 27 PM

Representative Quttenberg was concerned about a finding on
page |1-42, Recommendation No. 17 related to eligibility
background checks. He felt that the issue was potentially
serious and wondered how the departnment rectified the
i ssue.

DUANE MAYES, DI RECTOR, SEN OR BENEFI TS SERVI CES, DEPARTMENT
OF HEALTH AND SOCI AL SERVI CES (via teleconference), replied
that the issue arose three years ago specific to the
background check unit. The division had arduously worked on
"the inplenmentation of strengthened provider background
check and oversi ght procedures.

MARGARET BRODI E, DI RECTOR, HEALTHCARE SERVI CES, DEPARTMENT
OF HEALTH AND SOCIAL SERVICES (via teleconference),
el aborated the DHSS inplenmented an entirely new background
check program The database was working "extremely well."
In the past individuals could remain in the system w thout
a final clearance, but the new system termnated an
i ndi vidual without final clearance within three nonths.

Representati ve Gut t enberg wonder ed whet her she was
referring to state or provider enployees. He thought three
months "seened like a long tinme" if the wong individua
was in the system

Ms. Brodie answered that she was referring to provider
enpl oyees. She explained that three nonths was the naxi mum
amount of tinme it could take and if fingerprints were
avai | abl e cl earance occurred within one week.

Representative GQuttenberg cautioned that the 1issue was
i mportant enough to nonitor.

Representati ve Minoz spoke to page Il - 51 [Recommendation
No. 21] regarding the approximately 100,000 suspended
clains totaling $184 mllion and the identified risks
concerning the interface issues. She wondered whether the
possible threats to the system that had been identified had
been ruled out, i.e., services to ineligible nenbers and

House Fi nance Conmmittee 23 04/ 14/15 1:31 P. M



paynent to providers wthout |icenses. She asked the
departnment to speak to the issue.

Ms. Efird answered that under the direction of Comm ssioner
Val erie Davidson vast i nprovenents to the Medicaid
Managenment Information System (MMS) occurred since the
audit. The department worked with Xerox to inplenment its
corrective action plan.

Ms. Brodie added that the suspended backlog was based on
billed charges and had included many duplicate clains.
Providers had not received paynent and were re-subnitting
claims. The dollar anmount was nuch |ower than reported.
Currently, the suspended clains had been reduced to |ess
than 10 percent and the majority were addressed within 30
days of submi ssion. She el aborated that certain clains such
as school based services were supposed to suspend until a
check from the school district was received. She reported
that problenms with unlicensed providers had been fixed for
over one year.

Representative Minoz asked the departnment to address the
eligibility i ssue concer ni ng i ndi vi dual s possi bly
i nappropriately receiving services.

Ms. Brodie answered that issues regarding "eligibility
subt ype" were corrected.

Representative Minoz asked about the possibility of
incorrectly processed pharmacy cl ai ns.

Ms. Brodie replied that the probl em had been corrected.

Representative Minoz asked whether private insurance
rei mbursenents were coll ect ed.

Ms. Brodie replied that part of the problem was corrected
and expected to have the problem fully corrected on Apri
25, 2015.

Representative Gattis wondered what had occurred to nove
the corrective actions in the "right direction.™

Ms. Efird answered that a nunber of factors attributed to
the fixes. She referenced Representative CQuttenberg's
guestions about whether the departnent respond adequately
and in a tinely way. She cited attachnments found in Section
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4, on page 60 of the full audit that contained the
litigation docunments. The docunments outlined the steps the
departnent engaged in prior to litigation. She agreed that
former Commissioner Bill Struer had been working diligently
to fix the problems with Xerox. She discussed that the
departnment had realized that the clainms were incorrectly
processed by the system and were not electronically
adj udi cated. The top priority for DHSS was to pay providers
since delivering healthcare was the primary responsibility
of the departnent. The Division of Healthcare Services
worked diligently and devised a way to pay providers and
keep the healthcare system working. She stressed that |ike
the previous comm ssioner, the current conm ssioner was
also working diligently with Xerox and the providers. The
department was enforcing Xerox's corrective action plan and
holding them to specific deadlines for addr essi ng
corrective actions. The department expended a Ilot of
resources and attention directed to fixing the probl ens.

Ms. Efird expressed uncertainty about whether nore funding
woul d have corrected the problem Perhaps nore resources
woul d have helped the departnment address sonme of the
i ssues. She suggested that the departnent seriously pursued
corrective neasures and that |ack of resources was not an
excuse. She shared that in areas with a large turnover of
staff, weaknesses could have occurred. Training was very
inmportant and new hire training enphasized that policies
and procedures nust be explicitly followed. She suggested
that at tines, new staff mssed the point and the
departnment needed to diligently follow through and ensure
policies and procedures were carried out.

3:04: 27 PM

Representative WI|son asked whether a corrective plan was
witten for each recommendati on.

Ms. Efird asked whether she was referring to Xerox's
corrective plan and requested that Representative WIlson's
clarify the question.

Representative WIson wanted to know if there was a plan
for Xerox and also for each recommendation. She further
asked whether the departnent had to submt corrective plans
to the audit division.

Ms. Efird responded in the affirmative. She reported that
DHSS tracked the prior year's summary of audit findings.
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Corrective plans were inplenented and the departnent
followed up with the divisions' progress in achieving the
corrective measures.

Representative WIson requested that the departnent provide
a copy of the corrective neasures recomended in the audit
in order for the commttee to foll ow up next year.

Ms. Efird explained that contained wthin the audit the
department responded to each of the recomendations, which
included the plan for each of the findings. The departnent
subsequently nmet with each division to determ ne whether
t he plan was achi eved.

Representative WIson expected a nore formal corrective
process. She requested that Ms. Efird use the background
check issue and provide an exanpl e.

Ms. Efird announced that that each response contained the
plan the departnent followed and that no other form

"signed" plan existed. She referred to page 11-44 of the
audit and directed attention to the agency's response. She
rel ayed t hat t he depart nment concurred Wi th t he

recommendation and provided a plan to strengthen its
processes and what corrective neasures occurred in FY 2014.
She read the following, "Early in SFY 2015 procedures were
adopted and inplenented for individuals wth a barred
status including a file docunentation requirenent." She
noted that the response continued with the steps that were
i npl enented in FY 2015. She would neet with the division
director in the future to determ ne the status of the plan.
The departnment wll subsequently submit the summary of
prior year audit. The current year's summary was included
in Section 3 on page 41 of the full audit, which described
what the departnent achieved for each finding to date. She
exenplified that on page 341, as part of the summary,
notice that corrective action was taken for a specific
finding and was resol ved.

Representative WIlson related from personal experience that
childcare providers were required to have a corrective
action form filled out and signed for even small issues

She thought the departnment should be held to the sane
standards of accountability.

Representative Gara asked for verification that "the Xerox
debacle diverted a lot of staff tine."”
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Ms. Efird agreed with the statenent.

Representative Gara stated that the departnment was in
l[itigation with Xerox. He deduced that one of the things
that slowed down the corrective process was that Xerox was
slow to admt its mstakes and was "recalcitrant” in fixing
m st akes they would not admt to.

Ms. Efird deferred the answer to the Conm ssioner or M.
Br odi e.

Representative Gara referred to clains that dated back
years due to the broken Xerox system He wondered if the
department had reached the point where it was confident it
coul d pay clains going forward.

Ms. Efird replied in the affirmative. She elaborated that
t he departnent had reached out to a nunber of providers in
order to make sure paynents were received and continued to
work closely with providers. She shared statenments from
provi ders stating support for the corrective actions by the
department and shared that she had a nunber of emmils and
letters from providers <claimng that the system was
wor ki ng. She offered that 90 percent of current suspended
claims were less than 60 days old and 65 percent were |ess
than 30 days old. She expressed confidence that the system
was wor ki ng wel | .

3:13:11 PM

Representative Minoz referred to provider testinony that
the system was conparable to the one it had replaced. She
asked whether the goal was to have a new system that was
conpar abl e or nore efficient.

Ms. Efird answered that the provider had made the point
that the new system was conparable to the old system with
regards to tinely paynents. She stressed that the new
system was expected to acconplish rmuch nore than the
previ ous system

Co- Chair Thonpson nentioned that 70,000 new nedical billing
codes would cone online in July or Cctober of 2015. He
wonder ed whet her plans were being devel oped to accommbdat e
t he changes and prevent the departnment from falling behind
agai n.
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Ms. Brodie answered that the departnent was on track with
the "I CD 10" coding system She elaborated that with all of
the issues with the Xerox system the departnment was aware
that it "could not afford to get off track™ wth
accommodations for the new codes. The departnent hired a
| ong-term non- per manent enpl oyee to manage t he
i npl enentation. She relayed that specific criteria from CVB
was being net and the departnent "was on target."”

Representative Wl son asked who had been hired.

Ms. Brodie replied that the enployee was a |ong-term non-
per manent enpl oyee.

Representative WIson wondered whether the hire was an
expense to the state because Xerox did not acconplish what
was expect ed.

Ms. Brodie responded in the negative. She believed that the
departnment would have needed the staff due to the
conpl exity of the issue.

Representative CQuttenberg cited recomrendation No. 11 on
page Il - 34 that related to SSN verification. He wondered
whet her the staff was not trained or supervised well.

RON KREHER, ACTI NG DI RECTOR, DI VI SI ON OF PUBLI C ASSI STANCE,
DEPARTMENT OF HEALTH AND SOCI AL SERVI CES, answered that the
problem could be attributed to a nunmber of issues; staff
turnover was high, a training issue, and given the volune
of cases processed it could have been an oversight on
behalf of an eligibility technician. He comunicated that
the oversight was slightly unusual because typically an
application could not pass through other screens because
the SSN was a nmandatory field in the eligibility
information system Oten tines the docunents were viewed
and not copied, but verification was nmandatorily docunented
in the system He did not have the detail on the particular
instances nentioned in the findings so he could not
identify the mssing step in the process.

Representative GQuttenberg verified that the technician
could not nove on to the next screen in the application
wi t hout verifying the SSN

M. Kreher answered in the affirmative.
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Representative Quttenberg surmised that if the test figure
was 2 out of 25 and was multiplied by the nunber of
beneficiaries t he nunber of m st akes woul d be
"significant."

M. Kreher answered in the affirmative but felt that if a
significant nunber of SSN's were not verified it would have
resulted in a |l arger nunber of incorrect sanples.

Co- Chair Thonpson addressed the state's IRIS (Integrated
Resource Information Systen) conversion. He wondered if any
probl enms were anti ci pat ed.

Ms. Brodie could only speak to the D vision of Enterprise
Technol ogy Services (DOA). She voiced that, "if IR S worked
t he departnent would be able to interface with the system™

Vice-Chair Saddler referred to page 11-55  Recomrendation
No. 2014-023 [DHSS conm ssioner should distribute funds in
accordance wth state statutes and regulations.] that
related to the appropriation of $1.175 million for suicide
preventi on. He asked for the distinction between a
sponsorship and a grant.

Ms. Efird replied that grant funding was appropriated
through the grants line in the budget. She explained the
when utilizing grants, the grantee was providing services
for the departnment and reports and programmatic updates
were required. The funds identified in the finding were
unrestricted federal dollars earned by the departnent for
nmeeting specific criteria related to the children's health
i nsurance program [ SCHI P]. She el aborated that t he
unrestricted funding was appropriated to the departnent
through the contractual line. She cited Attachnment 3 in
Section 4 on page 85 of the audit, and referred to AS
18. 05, Admi nistration of Public Health and Rel ated Laws and
relayed that the statute defined the departnment's role to
pronote public health. She elaborated that the funding was
provided to the departnent to support the mssion of the
department. The departnment had policies and procedures
outlining what was appropriate for sponsorships. The
departnment used the aforementioned guidelines to distribute
t he fundi ng.

3:22:39 PM
Vi ce-Chair Saddler asked how the departnent earned noney
fromthe SCH P program
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Ms. Efird responded that a performance bonus section under
the federal program awarded the funding. She elucidated
that every state had access to bonus funding based on a
lengthy list of criteria.

Vi ce-Chair Saddler asked how much performance bonus noney
t he departnent had received.

Ms. Efird replied that DHSS received approximately $6
mllion over the past three years and currently had
slightly over $4 nmillion left. She added that the
department had mai ntained carry forward authority.

Vi ce-Chair Saddl er asked how the departnent planned to use
t he noney.

Ms. Efird answered that the departnent expended the funds
for suicide prevention, honeless outreach, and for internal
use. She explained that the Division of Juvenile Justice
(DJJ) had an incident in Kenai related to inadequate safety
needs. The departnent wanted to use sone of the funding to
respond to the safety needs identified to shore up the
facility.

Vice-Chair Saddler asked if there were restrictions on how
t he departnent could spend the noney.

Ms. Efird replied in the negative.

Representative Minoz cited the fact that 44 defects were
identified when the Medicaid clains system was inplenented
and clinbed to 546 defects. She wondered how nany known
defects currently existed in the system

Ms. Brodie replied that currently just over 90 defects were
identified in the system

Representative Minoz wondered when the CM5 certification
was expect ed.

Ms. Brodie replied that the departnment expected to receive
CVB certification in the first quarter of 2016.

Ms. Efird pointed to the departnment's Attachment 2 in
Section 4 on page 84 of the full audit. She relayed that
the attachnment included a letter, dated October 2013 from
Xerox that clainmed the systemwas up and operational.
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Representati ve Munoz requested a |list of the known defects.

Representative Pruitt referred to Recormendati on No. 23. He
stated that the audit disagreed that the funding was not
appropriated correctly. He asserted that the departnent had
a "slush fund" and he "hated the concept.” He wondered why
DHSS disagreed wth the audit finding and why the
| egi sl ature should not have the authority to determ ne how
the bonus noney was spent. He was concerned that the
department was skirting the |egislative process.

Ms. Efird answered that the |egislature had appropriated
the noney. She rem nded the commttee that the funding was
appropriated to the departnment in the budget's contractua
line through the SCH P bonus as wunrestricted federal
dol | ars.

Representative Pruitt voiced that he would reconsider the
appropriation next year.

#
ADJ OURNVENT

3:31: 08 PM

The neeting was adjourned at 3:31 p. m
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